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Independent Auditor’s Report 
 

 
Mr. Thomas L. Wagner, Jr., CPA 
State Auditor 
State of South Carolina 
Columbia, South Carolina 
 

I have audited the financial statements of the South Carolina Retirement Systems (as described in Note I) as of and for the year 
ended June 30, 1999, as listed in the table of contents. These financial statements are the responsibility of the South Carolina Retirement 
Systems’ management. My responsibility is to express an opinion on these financial statements based on my audit. 
 
 As described in Note I, the financial statements present only the funds of the South Carolina Retirement Systems and are not 
intended to present fairly the financial position, and results of operations of the State Budget and Control Board or the State of South 
Carolina in conformity with generally accepted accounting principles. 
 
 I conducted the audit in accordance with generally accepted auditing standards and the standards applicable to financial audits 
contained in Governmental Auditing Standards, issued by the Comptroller General of the United States. Those standards require that I plan 
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement 
presentation. I believe that my audit provides a reasonable basis for my opinion. 
 

In my opinion, the financial statements referred to above present fairly, in all material respects, the financial position of South 
Carolina Retirement Systems, as of June 30, 1999, and the results of its plan net assets for the year then ended in conformity with generally 
accepted accounting principles. 

 
In accordance with Governmental Auditing Standards, I have also issued my report dated October 1, 1999, on my consideration of 

the South Carolina Retirement Systems’ internal control over financial reporting and my tests of its compliance with certain provisions of 
laws and regulations. 

 
As discussed in Note VI to the financial statements, the South Carolina Retirement Systems are a party to a legal action claiming 

substantial amounts as a result of the computation of retirement benefits for certain retired members. The ultimate outcome of the litigation 
cannot be presently determined.  Accordingly, no provision for any liability has been made in the accompanying financial statements. 

 
The required supplementary information on pages 15-16 is not a required part of the basic financial statements but is 

supplementary information required by the Governmental Accounting Standards Board, and I did not audit and do not express an opinion on 
such information. Further, with respect to the year-2000 issue, I was unable to apply to the information certain procedures prescribed by 
professional standards because of the unprecedented nature of the year-2000 issue; its effects; the fact that authoritative measurement criteria 
regarding the status of remediation efforts will not be fully determinable until the year 2000 and thereafter; and insufficient audit evidence 
exists to support the disclosure. In addition, I do not provide assurance that the South Carolina Retirement Systems is or will become year-
2000 compliant, that the South Carolina Retirement Systems’ year-2000 remediation efforts will be successful in whole or in part, or that 
parties with which the South Carolina Retirement Systems does business are or will become year-2000 compliant. 

 
My audit was conducted for the purposes of forming an opinion on the financial statements taken as a whole. The required 

supplementary information on pages 15-16 and the combining financial statements on pages 17-20 are presented for the purposes of 
additional analysis and are not a required part of the financial statements. Such information has been subjected to the auditing procedures 
applied in the audit of the financial statements and, in my opinion, is fairly stated in all material respects in relation to the financial statements 
taken as a whole as listed in the table of contents. 

 

Lexington, South Carolina 

October 1, 1999 
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 South Carolina Retirement Systems 
Notes to Financial Statements 

 

I. Basis of Presentation and Summary of Significant Accounting Policies 
 
Description of the Entity 
The financial statements of the South Carolina Retirement 
Systems (Systems) presented herein contain the following 
funds: 
 
Pension Trust Funds 
• South Carolina Retirement System (SCRS) 
• South Carolina Police Officers Retirement System 

(PORS) 
• Retirement System for Members of the General 

Assembly of the State of South Carolina (GARS) 
• Retirement System for Judges and Solicitors of the 

State of South Carolina (JSRS) 
 
Each pension trust fund operates on an autonomous basis; 
funds may not be utilized for any purpose other than for 
the benefit of each plan's participants. 
 
The Retirement Systems are part of the State of South 
Carolina's primary government and are included in the 
Comprehensive Annual Financial Report of the State of 
South Carolina. In making this determination, factors of 
financial accountability, governance and fiduciary 
responsibility of the State were considered. 
 
Plan Descriptions 

The South Carolina Retirement System, a cost–sharing 
multiple-employer defined-benefit pension plan, was 
established effective July 1, 1945, pursuant to the 
provisions of Section 9-1-20 of the 1976 South Carolina 
Code of Laws for the purpose of providing retirement 
allowances and other benefits for teachers and employees 
of the State and political subdivisions thereof. 
 
The South Carolina Police Officers Retirement System, a 
cost–sharing multiple-employer defined benefit pension 
plan, was established effective July 1, 1962, pursuant to the 
provisions of Section 9-11-20 of the Code of Laws for the 
purpose of providing retirement allowances and other 
benefits for police officers and firemen. 
 
The Retirement System for Members of the General 
Assembly of the State of South Carolina, a single-employer 
defined benefit pension plan, was created effective January 
1, 1966, pursuant to the provisions of Section 9-9-20 of the 
Code of Laws to provide retirement allowances and other 
benefits for members of the General Assembly. 
 
The Retirement System for Judges and Solicitors of the 
State of South Carolina, a single-employer defined benefit 
pension plan, was created effective July 1, 1979, pursuant 
to the provisions of Section 9-8-20 of the Code of Laws for 
the purpose of providing retirement allowances and other 
benefits for judges and solicitors. 
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A brief summary of benefit provisions, eligibility criteria 
and vesting is presented. 
 

Membership 
SCRS 
Generally, all emp loyees are required to participate in and 
contribute to the System as a condition of employment. 
This plan covers general employees and teachers. 
 
PORS 
Generally, all full-time employees whose principal duties are 
the preservation of public order, protection of life and 
property, detection of crime, or prevention and control of 
property destruction by fire are required to participate in 
and contribute to the System as a condition of employment. 
 
GARS 
All persons are required to participate in and contribute to 
the System upon taking office as a member of the General 
Assembly. 
 
JSRS 
All solicitors, judges of a Circuit or Family Court and 
justices of the Court of Appeals and Supreme Court are 
required to participate in and contribute to the System 
upon taking office. 
 

Pension Benefits 
SCRS 
A monthly pension is payable at age 65 or with 30 years 
credited service regardless of age. Reduced pension 
benefits are payable as early as age 55. A member is vested 
for a deferred annuity with five years service. A group life 
insurance benefit is also provided to members with at least 
one year of service. 
 
PORS 
A monthly pension is payable at age 55 with a minimum of 
five years service or with 25 years credited service 
regardless of age. A member is vested for a deferred 
annuity with five years service. A group life insurance 
benefit is also provided to members with at least one year 
of service. An additional accidental death benefit is 
provided to officers killed in the line of duty. 
 
SCRS and PORS retirees may receive ad hoc cost-of-living 
adjustments of up to 4 percent annually based on increases 
in the Consumer Price Index. These increases are provided 
annually based on compliance with the Systems funding 
policies and upon approval by the State Budget and 
Control Board. 
 
GARS 

A member is eligible for a monthly pension at age 60 or with 
30 years credited service. A member is vested for a deferred 
annuity with eight years service. A group life insurance 
benefit is also provided to members with at least one year 
of service. 
 
JSRS 
A pension benefit is payable at age 70 with 15 years 
service, age 65 with 20 years service or with 25 years 
service regardless of age. A member is vested for a deferred 
annuity with 12 years service. A group life insurance 
benefit is also provided to members with at least one year 
of service. 
 
Automatic cost-of-living adjustments for GARS and JSRS 
are provided based upon increases in current salary of the 
respective active positions. 
 
Membership, benefits and employee and employer 
contribution requirements are prescribed in Title 9 of the 
S.C. Code of Laws of 1976 (as amended). 
 
As an alternative to membership in SCRS, certain teachers 
and administrators of the institutions of higher learning 
employed on or after July 1, 1987 may elect to participate in 
the Optional Retirement Program (ORP). The 1998 
Legislative Session amended the ORP and allows certain 
teachers and administrators of the public supported 
technical colleges employed on or after July 1, 1998 the 
option to participate in this program. The SCRS assumes no 
liability for the ORP participants. Contributions to the ORP 
are at the same rates as SCRS. The 1998 Legislative Session 
further amended the ORP and required a direct remittance 
from the institutions and technical colleges to the vendors 
for the member’s contribution (6 percent) and the employer 
portion of the normal cost (5 percent). This amended 
legislation also required a direct remittance of the 
employer’s portion of the unfunded liability (2.55 percent) 
to SCRS in order for this portion to be retained by SCRS 
and applied to the unfunded accrued liability of the System. 
 
Based on covered payroll of $156.3 million, $4.0 million was 
retained by SCRS and reported as employer contributions 
for the year ended June 30, 1999. Employee and employer 
contributions of $9.4 million and $7.8 million respectively 
were remitted directly to the designated vendors from the 
institutions and the technical colleges. 
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South Carolina Retirement Systems 
Required Supplementary Information 

 

Schedule of Funding Progress 
(amounts expressed in thousands) 

 
 

 
Actuarial 
Valuation  

Date 

Actuarial 
Value of 
Assets  

(a) 

Actuarial 
Accrued 

Liability(AAL) 
—Entry Age  

(b) 

 
Unfunded 

AAL (UAAL) 
(b-a) 

 
Funded 
Ratio 
(a/b) 

 
Covered 
Payroll 

(c) 

UAAL as a 
Percentage of 

Covered Payroll 
((b-a)/c) 

SCRS 
7/01/98 

 
$14,946,070 

 
$15,952,345 

 
$1,006,275 

 
93.7% 

 
$5,191,048 

 
19.4% 

7/01/97 13,621,362 14,977,179 1,355,817 90.9% 4,927,124 27.5% 
7/01/96 12,499,235 14,062,092 1,562,857 88.9% 4,540,100 34.4% 
7/01/95 11,453,462 12,980,497 1,527,035 88.2% 4,318,827 35.4% 

       
PORS 
7/01/98 

 
1,684,641 

 
1,733,578 

 
48,937 

 
97.2% 

 
606,426 

 
8.1% 

7/01/97 1,512,390 1,570,816 58,426 96.3% 562,553 10.4% 
7/01/96 1,367,549 1,427,785 60,236 95.8% 505,516 11.9% 
7/01/95 1,236,610 1,299,119 62,509 95.2% 475,176 13.2% 

 
GARS 
7/01/98 

 
36,260 

 
60,330 

 
24,070 

 
60.1% 

 
4,810 

 
500.4% 

7/01/97 33,627 60,052 26,425 56.0% 4,721 559.7% 
7/01/96 31,702 59,914 28,212 52.9% 4,771 591.3% 
7/01/95 30,528 58,577 28,049 52.1% 4,704 596.3% 

       
JSRS 

7/01/98 
 

75,699 
 

124,756 
 

49,057 
 

60.7% 
 

11,564 
 

424.2% 
7/01/97 68,980 112,185 43,205 61.5% 11,221 385.0% 
7/01/96 62,850 101,020 38,170 62.2% 10,109 377.6% 
7/01/95 57,917 94,420 36,503 61.3% 9,417 387.6% 

 
 

Schedule of Employer Contributions 
 (amounts expressed in thousands) 

 
EMPLOYER CONTRIBUTIONS 

 SCRS PORS GARS JSRS 
 

Year Ended  
June 30, 

Annual 
Required 

Contribution 

 
Percentage 
Contributed 

Annual 
Required 

Contribution 

 
Percent 

Contributed 

Annual  
Required 

Contribution 

 
Percent 

Contributed 

Annual 
Required 

Contribution 

 
Percent 

Contributed 

1999 $419,918 100% $69,541 100% $2,768 100% $5,485 100% 
1998   398,845 100%  65,538 100%  2,796 100%  4,991 100% 
1997   374,452 100%  61,651 100%  2,492 100%  4,771 100% 
1996   359,268 100%  55,956 100%  1,679 100%  4,244 100% 
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South Carolina Retirement Systems 
Required Supplementary Information (continued) 

 
The information presented in the required supplementary schedules was determined as part of the actuarial valuations at the 
dates indicated.  Additional information as of the latest actuarial valuation follows. 

 
 SCRS PORS GARS JSRS 

Valuation date 07/01/98 07/01/98 07/01/98 07/01/98 

Actuarial cost method Entry age Entry age Entry age Entry age 

Amortization period Level 
percent 

open 

Level 
percent 
open 

Level 
percent 

open 

Level 
percent 

open 
     

Remaining 
amortization period 

10 years  5 years 26 years 28 years 
 

     

Asset valuation method 5-year 
smoothed 

market 

5-year 
smoothed 

market 

5-year 
smoothed 

market 

5-year 
smoothed 

market 
Actuarial assumptions: 
 

    

 Investment rate of  
     return* 

 
7.25% 

 
7.25% 

 
7.25% 

 
7.25% 

 Projected salary 
 increases* 

 
4.25% - 11.35% 

 
5.05% - 11.15% 

 
2.00% 

 
5.25% 

     
 *Includes inflation at 4.25% 4.25% 4.25% 4.25% 

 Cost-of-living  
 adjustments 

 
None 

 
None 

 
2.00% 

 
4.25% 

 

Year 2000 Issue (unaudited) 
The year-2000 issue is the result of shortcomings in many electronic data processing systems and other equipment that makes 
operations beyond the year 1999 troublesome. Programs may not be able to properly distinguish the year 2000 from the year 
1900 which may cause programs to process data inaccurately or to stop processing data altogether. Also, some programs may 
be unable to recognize that the year 2000 is a leap year. Beginning in 1994, the Systems completely reengineered, designed, 
developed and implemented new computer systems to both improve the efficiency of Systems operations and to become year 
2000 compliant. These systems are substantially complete at this time.  
 
Work to address the year-2000 issue with respect to each system critical to conducting operations falls predominantly within 
one of the following stages of work: 
 
1.  Awareness stage:  Establishing a budget and project plan for dealing with the year-2000 issue. 
2.  Assessment stage:  Identifying the systems and components for which year-2000 work is needed. 
3.  Remediation stage:  Making changes to systems/equipment. 
4.  Validation/testing stage:  Validating and testing changes that were made during the remediation stage. 
 
As of June 30, 1999 the Systems had completed the awareness, assessment, and remediation stages and was performing or had 
completed validation testing work for all mission-critical systems and equipment related to the following: accounting, payroll, 
counseling/customer service, and service credit/imaging services. The Systems are making contingency plans for the possible 
failure of computer systems and embedded devices and also for possible interruptions to the South Carolina Retirement 
Systems’ business. No separate costs were identified to meet year 2000 compliance. 
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Independent Auditor’s Report on Compliance and on Internal 
Control over Financial Reporting Based on an Audit of Financial 

Statements Performed 
in Accordance with Government Auditing Standards 

 
 
Mr. Thomas L. Wagner, Jr., CPA 
State Auditor 
State of South Carolina 
Columbia, South Carolina 
 
I have audited the financial statements of the South Carolina Retirement Systems as of and for the year ended June 30, 1999, and 
have issued my report thereon dated October 1, 1999. I conducted my audit in accordance with generally accepted auditing 
standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. 
 
Compliance 
As part of obtaining reasonable assurance about whether the South Carolina Retirement Systems financial statements are free of 
material misstatement, I performed tests of its compliance with certain provisions of laws, regulations, and contracts, 
noncompliance with which could have a direct and material effect on the determination of the financial statement accounts. 
However, providing an opinion on compliance with those provisions was not an objective of my audit, and accordingly, I do not 
express such an opinion. The results of my tests disclosed no instances of noncompliance that are required to be reported under 
Government Auditing Standards. 
 
Internal Control Over Financial Reporting 
In planning and performing my audit, I considered the South Carolina Retirement Systems internal control over financial 
reporting in order to determine my auditing procedures for the purpose of expressing my opinion on the financial statements and 
not to provide assurance on the internal control over financial reporting. My consideration of the internal control over financial 
reporting would not necessarily disclose all matters in the internal control over financial reporting that might be material 
weaknesses. A material weakness is a condition in which the design or operation of one or more of the internal control 
components does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to 
the financial statements being audited may occur and not be detected within a timely period by employees in the normal course 
of performing their assigned functions. I noted no matters involving the internal control over financial reporting and its 
operation that I consider to be material weaknesses. 
 
This report is intended solely for the information of the State Auditor, management, and its governing body and should not be 
used by anyone other than these specified parties. 
 
 
Lexington, South Carolina 
October 1, 1999 

 




